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On Nov. 16, Central Bank president Ibrahim Eris met with Federal Reserve chairperson Gerald
Corrigan in New York, and Treasury Undersecretary David Mulford in Washington to present
Brasilia's new debt rescheduling proposal. The new proposal contains an offer to make partial
payment of $8.7 billion in interest arrears to foreign commercial banks. The Brazilian government's
first proposal indicated that arrears would be incorporated into loan principal, in a $67 billion loan
rescheduling deal. The proposal called for converting debt owed the banks into very long-term
bonds, with an option to redeem them at a discount through quarterly auctions. The conversion
limit would be linked to the government's payment capacity, defined by federal budget surpluses.
For 1991, the original limit was set at $1.165 billion. According to the Agence France Presse, Brasilia
is under intense pressure to end its moratorium on interest payments to banks and thus, to
accelerate negotiations , result of the postponement of $2 billion in loans by the World Bank and the
Inter-American Development Bank. The moratorium has also blocked an International Monetary
Fund stand-by agreement for $2 billion, Next, Japan, the US and several European nations are
opposed to approval of new loans for Brazil as long as the government refuses to pay at least part
of the interest arrears. On Nov. 15, the World Bank announced approval of two loans totaling $450
million for Brazil, but an hour later requested that reporters cancel the report. Bank spokespersons
said the announcement was released in error, since the loan requests were still in process. AFP
quoted an unidentified World Bank source as saying that in reality, further discussion of the loans
was postponed for two weeks, at the request of bank directors. Bank employees who requested
anonymity told AFP that the postponement was requested by Japan and supported by the US.
Next, an unidentified IDB source cited by AFP said that the bank has three loans ready for Brazil,
for a total of $703 million. The loans have been blocked, said the source, "for the same reasons as
at the World Bank." The source continued by pointing out that the loans "have not arrived at the
directorship," although requirements have been met, and despite the fact that all Latin American
representatives at the bank support the loans. The latter represent a majority of votes. In a recent
statement, the US Department of Agriculture said Brazil may lose credit guarantees, normally
available to import wheat and other agricultural products, since the government was behind in the
payment of $100 million. (Basic data from AFP, Knight-Ridder Financial, 11/16/90)

-- End --

©2011 The University of New Mexico,
Latin American & Iberian Institute.
All rights reserved.

Page 1 of 1

